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Abstract 
This paper examines production networks, focusing on the machinery and 
machinery parts industries in East Asia developed by attracting foreign direct 
investment. First, the author analyses value-added flows, forward linkage effect, 
and backward linkage effect by using Asian International Input-Output (AIO) table 
to confirm the change of the production networks in East Asia from 1990s to 2000s. 
Furthermore, the author divides machinery trade into one-way trade, vertical 
intra-industry trade and horizontal intra-industry trade by using bilateral trade 
data at the HS 6-digit product disaggregation. The result clearly shows that there 
was vertical specialization of production in East Asia in 1995 and is consistent to the 
previous studies. However, production networks have been complicated by a 
decrease in Japan`s forward linkage effect and an increase in forward linkage of 
East Asian countries, which was a result of technology advance and foreign direct 
investment. Moreover, with a trade pattern analysis, the result indicates that 
horizontal intra-industry trade and one-way trade have grown up and vertical 
intra-industry decreased since 2000s. However, even now vertical intra-industry 
trade makes up the greatest proportion of trade in the intermediate goods in 
machinery industry. Finally, based on the supposition that vertical intra-industry 
trade represents production networks in East Asia, the author attempts to use 
TOBIT model to investigate the determinants of vertical intra-industry trade of 
machinery parts and components. Vertical intra-industry trade is positively 
associated with income level, income differentiation, foreign direct investment, 
economic development, exchange rate and free trade agreement, while economic 
scale, the difference in economic scale, and trade imbalance have an adverse effect. 
The ndings have implications on how to participate in the production networks in 
East Asia more efficiently.  
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